
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

* * * * * 

I n  t h e  H a t t e r  of: 

THE NOTICE BY SAKE VILLAGE WATER ) 
A S S O C I A T I O N ,  INC. OF A T A R I F F  ) 
AMENDMENT ADJUSTING RATES; 1 
NOTICE OF T A R I F F  AMENDMENT 1 
IMPOSING A TEMPORARY S P E C I A L  R U L E )  
TO LIMIT THE A V A I U B I L I T Y  OF 1 
WATER SERVICE CONNECTIONS; ) 

P U B L I C  CONVENIENCE AND NECESSITY;) 
A P P L I C A T I O N  FOR AUTHORITY TO 1 
I S S U E  A PROMISSORY NOTE A N D  1 
M O R T m G E  TO THE FARMERS HOME 1 
ADMINISTRATION:  AND A P P L I C A T I O N  1 
AND REQUEST THAT I T  BE INCLUDED ) 
I N  THE DEMONSTRATION P R O J E C T  TO 
D E F I N E  EXCESSIVE WATER LOSS 1 

A P P L I C A T I O N  FOR A C E R T I F I C A T E  OF ) CASE NO. 9 2 9 0  

O R D E R  

The Lake V i l l a g e  Water A s s o c i a t i o n ,  I n c . ,  ("Lake V i l l a g e " )  

filed i ts  application o n  February 28, 1985, for approval of ad- 

j u s t m e n t s  to its water service rates,  a u t h o r i z a t i o n  to  c o n s t r u c t  a 

$ 5 2 0 , 0 0 0  w a t e r w o r k s  improvement  project  a n d  approval of its p l a n  

of financing for this project. The e n t i r e  project w i l l  be f i -  

nanced by a Farmers Home A d m i n i s t r a t i o n  ( " F m H A " )  loan of $ 5 2 0 , 0 0 0  

scheduled for repayment over a period of 4 0  years at a n  i n t e r e s t  

rate of 9 . 7 5  percent per  annum. The FmHA loan w i l l  be secured by 

a real e s t a t e  mortgage and a pledge of water revenue. 

The proposed c o n s t r u c t i o n  w i l l  improve hydraulic flow and 

service reliability t o  cus tomers  north of Danville, Kentucky. 

D r a w i n g s  and s p e c i f i c a t i o n s  for the proposed i m p r o v e m e n t s  as 



p r e p a r e d  by P a r r o t t ,  E l y  & Hurt, of L e x i n g t o n ,  K e n t u c k y ,  

( " E n g i n e e r " )  h a v e  been approved by the D i v i s i o n  of Water of the 

N a t u r a l  R e s o u r c e s  a n d  E n v i r o n m e n t a l  P r o t e c t i o n  C a b i n e t .  C o n s t r u c -  

t i o n  b i d s  were r e c e i v e d  o n  November 1 9 ,  1985. 

A h e a r i n g  o n  L a k e  V i l l a g e ' s  p r o p o s e d  c o n s t r u c t i o n ,  fi- 

nancing a n d  ra tes  was h e l d  i n  t h e  offices of t h e  P u b l i c  S e r v i c e  

Commiss ion ,  F r a n k f o r t ,  K e n t u c k y ,  o n  J u n e  13, 1985. T h e r e  w e r e  no  

i n t e r v e n o r s  p r e s e n t  and no p r o t e s t s  were entered. 

Lake V i l l a g e  r e q u e s t e d  r a t e s  which  would produce a n  a n n u a l  

increase of $ 7 3 , 5 2 4 ,  I n  t h i s  O r d e r ,  t h e  Commission h a s  allowed 

ra tes  w h i c h  w i l l  p r o d u c e  an a n n u a l  increase of $56,881 plus a n  

a d d i t i o n a l  $12,285 a n n u a l l y  for the next  3 years as a p a r t  of t h e  

C o m m i s s i o n ' s  Water Loss D e m o n s t r a t i o n  Project. 

COMMENTARY 

Lake Village is a n o n - p r o f i t  w a t e r  u t i l i t y  e n g a g e d  i n  t h e  

d i s t r i b u t i o n  a n d  sale of w a t e r  to a p p r o x i m a t e l y  1,134 customers i n  

Eoyle and Mercer c o u n t i e s ,  Ken tucky .  

TEST PERYOD 

Lake V i l l a g e  proposed a n d  t h e  Commiss ion  h a s  accepted t h e  

12-month p e r i o d  e n d i n g  December 31, 1 9 8 4 ,  as t h e  t e s t  period in 

t h i s  m a t t e r .  

REVENUES AND E X P E N S E S  

Lake V i l l a g e  had a n e t  o p e r a t i n g  loss of $ 4 0 , 6 2 6  f o r  the 

t es t  period and p r o p o s e d  to a d j u s t  p u r c h a s e d  w a t e r  expenee a n d  

d e p r e c i a t i o n  expense €or a n  a d j u s t e d  n e t  o p e r a t i n g  Income of 

$60 ,698 .  The Commiss ion  upon r e v i e w i n g  Lake V i l l a g e ' s  pro forma 
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r e v e n u e s  and e x p e n s e s  h a s  made t h e  following a d j u s t m e n t s  i n  order 

t o  r e f l e c t  c u r r e n t  o p e r a t i n g  c o n d i t i o n s :  

O p e r a t i n q  Revenue 

Lake Village received operating r e v e n u e  from metered w a t e r  

sales of $ 2 1 6 , 7 9 3  f o r  t h e  t e s t  period. Lake V i l l a g e  was p e r m i t t e d  
1 to i n c r e a s e  the ra tes  i t  c o u l d  c h a r g e  i n  C a s e  N o .  9416. 

T h e r e f o r e ,  t h e  Commiss ion  h a s  n o r m a l i z e d  tes t  p e r i o d  o p e r a t i n g  

r e v e n u e  f r o m  metered water  sales by $32,665 to  r e f l e c t  t h e  ra tes  

a p p r o v e d  i n  Case No. 9416 .  This r e s u l t s  i n  a n  a d j u s t e d  test 

p e r i o d  r e v e n u e  from metered water  sa les  of $249,458.  

Purchased Water 

L a k e  V i l l a g e  p r o p o s e d  a pro f o r m a  water e x p e n s e  of $ 8 4 , 2 0 9  

to r e f l e c t  t h e  a d d i t i o n  of a s e c o n d  s u p p l i e r ,  t h e  C i t y  of 

H a r r o d s b u r g ,  Ken tucky .  Lake V i l l a g e  i n c u r r e d  a r a t e  increase f rom 

its e x i s t i n g  s u p p l i e r ,  t h e  C i t y  o f  D a n v i l l e ,  e f f e c t i v e  A u g u s t  1, 

1985 .  T h u s ,  t h e  Commiss ion  h a s  d e t e r m i n e d  a n  a d j u s t e d  test p e r i o d  

l e v e l  of p u r c h a s e d  w a t e r  e x p e n s e  in t h e  amount of $106,207 u s i n g  

Lake V i l l a g e ' s  E x h i b i t  6 and t h e  h ighe r  ra tes  as a bas is  €or t h i s  

a d j u s t m e n t .  

Depreciation Expense 

Lake  V i l l a g e  proposed t o  remove from i ts  pro forma i ncome  

s t a t e m e n t  test period O e p r e c i a t i o n  e x p e n s e  I n  the amount  of 

$31,609.  I t  has been  the prac t i ce  of t h e  Commiss ion  i n  p r e v i o u s  

decisions to  compute  d e p r e c i a t i o n  expense for r a t e - m a k i n g  p u r p o s e s  

P u r c h a s e d  Water A d j u s t m e n t  of Lake Village Water A s a o c l a t i o n ,  
e n t e r e d  November 4 ,  1985. 
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o n  the b a s i s  of o r i g i n a l  cost  of the p l a n t  I n  s e r v i c e  lees 

c o n t r i b u t i o n s  i n  a id  of c o n s t r u c t i o n  b e c a u s e  a u t i l i t y  s h o u l d  n o t  

be allowed r e c o v e r y  of t h a t  p o r t i o n  of t h e  p l a n t  w h i c h  h a s  been 

p r o v i d e d  a t  zero cost. 

Lake V i l l a g e ' s  a c t u a l  tes t  p e r i o d  d e p r e c i a t i o n  expense i n  

t h e  amount  of $31,609 r e f l e c t s  d e p r e c i a t i o n  o n  t h e  t o t a l  e x i s t i n g  

p l a n t  u s i n g  a composite ra te  of  a p p r o x i m a t e l y  3 .11  p e r c e n t . 2  T h e  

b a l a n c e  sheet f i l e d  by L a k e  V i l l a g e  shows c o n t r i b u t i o n s  i n  a i d  of 

construction at t h e  end of t h e  test  p e r i o d  t o  be $ 2 8 8 , 3 8 5  which is 

a p p r o x i m a t e l y  28.3 p e r c e n t  of t h e  t o t a l  cost  of t h e  e x i s t i n g  

u t i l i t y  p i a n t  i n  s e r v i c e .  Lake  V i l l a g e  i n t e n d s  t o  replace a 

p o r t i o n  of I t s  e x i s t i n g  water  l i n e s  d u r i n g  the proposed 

c o n s t r u c t i o n  i n  a n  a t t e m p t  t o  decrease i ts  e x c e s s i v e  water loss. 

A t  t h e  h e a r i n g  Hr. Ham-d D. Lanham, C.P.A. a n d  a c c o u n t a n t  for 

Lake  V i l l a g e ,  was r e q u e s t e d  t o  s u p p l y  t h e  e s t i m a t e d  cost of t h e  

This u t i l i t y  p l a n t  wh ich  Lake V i l l a g e  p l a n n e d  to re t i re .  

i n f o r m a t i o n  was p r o v i d e d  i n  Lake V i l l a g e ' s  r e s p o n s e  d a t e d  J u l y  11, 

1985. I n  d e t e r m i n i n g  t h e  pro fo rma  d e p r e c i a t i o n  expense, t h e  

Commission has takep the following i n  c o n s i d e r a t i o n :  the 

d e p r e c i a t i o n  r a t e  a p p l i e d  by Lake V i l l a g e  o n  i ts  e x i s t i n g  s y s t e r ,  

excluded the d e p r e c i a t i o n  a s s o c i a t e d  w i t h  c o n t r i b u t e d  p r o p e r t y ,  

e x c l u d e d  t h e  d e p r e c i a t i o n  associated w i t h  u t i l i t y  p l a n t  t h a t  Lake 

V i l l a g e  p l a n n e d  to  retire and i n c l u d e d  d e p r e c i a t i o n  from the 

proposed c o n s t r u c t i o n  project .  T h e s e  a d j u s t m e n t s  r e s u l t  i n  a n  

$ 3 1 , 6 0 9  + $1,015,239 = 3.11%. 

T r a n s c r i p t  of E v i d e n c e  ("T.E.") d a t e d  J u n e  13, 1 9 8 S r  page 29. 
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allowable depreciation expense for r a t e - m a k i n g  purposes of 

$37,272. 4 

M a i n t e n a n c e  E x p e n s e  

L a k e  v i l l a g e  i n c u r r e d  the f o l l o w i n g  test  p e r i o d  m a i n t e n a n c e  

e x p e n s e s :  m a i n t e n a n c e  of s e r v i c e  e x p e n s e  i n  t h e  amount  of $5,897 

and m a i n t e n a n c e  of m e t e r s  e x p e n s e  i n  t h e  amount  of $8,865. A t  t h e  

h e a r i n g  Mr. Lanham s t a t e d  that i t  w a s  h i s  o p i n i o n  t h a t  t h e  cost  of 

both t h e  i n s t a l l a t i o n  a n d  cost of new meters s h o u l d  be c a p i t a l i z e d  

over the estimated useful l i f e  of t h e  meters. The Cowmission, 

c o n c u r s  w i t h  M r .  Lanham since t h e  new meters would b e n e f i t  n o t  

only the current period,  b u t  f u t u r e  p e r i o d s  as w e l l .  Upon 

r e v i e w i n g  t h e  a n a l y s i s  of t h e s e  t w o  a c c o u n t s  provided i n  t h e  

i n f o r m a t i o n  s u p p l i e d  a f t e r  t h e  h e a r i n g ,  t h e  Commiss ion  h a s  

d e t e r m i n e d  t h a t  t h e  f o l l o w i n g  e x p e n s e s  and e s t i m a t e d  l i v e s  are  

associated w i t h  t h e  i n s t a l l a t i o n  of t h e  new meters: 

I tern 
II_ 

Est ima t e d  
U s e f u l  L i f e  Amount  

M a i n t e n a n c e  of Service E x p e n s e  5 yr. $5 897 
M a i n t e n a n c e  of Meters Expense  

New T a p s  20 y r .  $4,336 
Rep 1 a ceme n t 5 yr. S 6 8 0  

Total E x i s t i n g  Plant 
Less: C o n t r i b u t i o n s  i n  A i d  of C o n s t r u c t i o n  
Non-Contr i b u t e d  E x i s t i n g  P l a n t  
Add: Proposed C o n s t r u c t i o n  Project 
Less: Plant to be Retired 
N o n - C o n t r i b u t e d  Proposed and E x i s t i n g  Plant 
Times: Composite R a t e  
D e p r e c i a t i o n  on Propoeed a n d  E x i s t i n g  Plant 

T . E . ,  page 29. 

Allowed €or Rate-Making P u r p o s e s  

$1,018,239 
288,385 

$ 729,854 
5 2 0 , 0 0 0  

5 1 , 4 1 0  
-$ l , l98 ,4a'd  

3.119 
--_I- 

$ 37,272 
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Therefore, the Commission using the above analysis has 

reduced maintenance of service expense by $5,897, reduced 

maintenance of meters expense by $5,016 and increased depreciation 

by $1,532 tor  a net reduction in operating expenses of $9,381. 

Therefore, L a k e  Village's test period operations have been 

ad justed  as follows: 

Lake  Village's 
Proposed Commission Comm i s s i o n  
Adjusted Adjustments Adjusted 

Operatinp Revenue $219,930* $32,665 $252,595 
Operating Expenses 159,232 49,889 209,121 
Operating Income $ 60,698 $ < 1 7 , 2 2 4 >  43,434 

REVENUE REQUIREMENTS 

Lake Village's annual debt service based on debt 

outstanding during the test period and debt proposed in this 

proceeding is $88,391. Lake Village's adjusted net operating 

income of $43,474 plus interest income from operations of $5,714 

provides a debt service coverage ("CSC") of 0 .56X.  The Commission 

is of the opinion that this coverage is unfair, unjust and 

unreasonable. To achieve a DSC of 1 . 2 X ,  which the Commission is 

of the opinion is the fair, just and reasonable coverage necessary 

for Lake Village to pay its operating expenses and to meet the 

requirements of its L e n d e r s ,  Lake Village would require a net 

Amortization Debt 6 
Amount Factor Service 

Existing Bond S b 1 0 0 0  0 .-Oq9 29 m 
Proposed Bond $520,000 0.10043 52,224 
Total Debt Service $88,391 

* Includes Miscellaneous S e r v i c e  Revenues. 
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opera t ing  income of $106 ,069 .  A c c o r d i n g l y ,  t h e  Commiss ion  h a s  

d e t e r m i n e d  t h a t  a d d i t i o n a l  r e v e n u e  o f  $ 5 6 , 8 8 1  is n e c e s s a r y  to 

p r o v i d e  t h e  1.2X DSC w h i c h  w i l l  i n s u r e  t h e  f i n a n c i a l  s t a b i l i t y  of 

Lake V i i l a g e .  

Water Loss D e m o n s t r a t i o n  P r o j e c t  

Lake V i l l a g e  r e q u e s t e d  t h a t  t h e  Cornmission allow i t  to 

p a r t i c i p a t e  i n  the C o m m i s s i o n ' s  Water Loss D e m o n s t r a t i o n  P r o j e c t  

("Demonstration") but did not  e x a c t l y  i n d i c a t e  wha t  i t  i n t e n d e d  to 

recover f r o m  i n c l u s i o n  i n  t h e  D e m o n s t r a t i o n .  A t  t h e  h e a r i n g  L a k e  

V i l l a g e ' s  a t t o r n e y ,  M r .  W i l l i a m  L. S t e v e n s ,  t e s t i f i e d  that the 

proposed c o n s t r u c t i o n  pro jec t  would o n l y  r e d u c e  L a k e  V i l l a g e ' s  

water loss t o  a p p r o x i m a t e l y  2 4  p e r c e n t  a n d  t h a t  no  i d e n t i f i a b l e  

repa i rs  w e r e  known a t  t h i s  t i m e  which c o u l d  r e d u c e  the w a t e r  loss  

a n y  f ~ r t h e r . ~  M r .  S t e v e n s  w e n t  o n  t o  s t a t e  t h a t  Lake  Village was 

r e q u e s t i n g  t h e  d i f f e r e n c e  b e t w e e n  t h e  1 5  p e r c e n t  water loss which  

is t h e  maximum allowed by  this Commiss ion  for r a t e - m a k i n g  

p u r p o s e s ,  a n d  t h e  p r G j e c t e d  2 4  percent water loss. 8 

C o n s i d e r i n g  t h a t  Lake Village 1s a t t e m p t i n g  t o  r e d u c e  i ts 

water loss from approximately 55 percent to 24  percent,  t h e  

Commiss ion  i e  of t h e  o p i n i o n  that L a k e  V i l l a g e  is e n t i t l e d  to 

r e c a p t u r e  t h e  difference b e t w e e n  the 15 p e r c e n t  w a t e r  loss a n d  24  

percent water  loss over a p e r i o d  n o t  to e x c e e d  3 y e a r s .  For t h e  9 

p e r c e n t  water  loss  n o t  r e c o g n i z e d  for r a t e - m a k i n g  p u r p o s e s  i n  t h e  

c a l c u l a t i o n  of allowable test period water p u r c h a s e s  i n  a n  e a r l i e r  

' T . E . ?  page 3 5 .  

* I b i d .  - 
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section of this Order, Lake Village is entitled to an additional 

$12,285 annually under the conditione of the Demonstration. 

Thus, the Commission has increased Lake Village's revenue 

requirement by $12,285 annually to be applied as a surcharge for a 

period not to e x c e e d  3 years. Lake V i l l a g e ,  under t h e  conditions 

of the Demonstration must account for all monies received and 

expended on a quarterly basis to reduce its excessive water loss. 

A s  soon a s  it becomes possible, Lake Village should identify the 

sources of the excessive water loss, estimate or prioritize the 

amount of water loss from each source, and submit to the 

Commission a detailed plan including a time schedule and targeted 

results. Furthermore, as part of the Demonstration, Lake Village 

is subject to r a t e  d e s i g n  restr ic t ions  d i s c u s s e d  elsewhere i n  t h i s  

Order. 

RATE DESIGN 

Lake Village proposed a rate of $ 2 . 1 0  per 1,000 gallons for 

all water sold between 5,000 and 10,000 gallons. A rate of $2.65 

per l . , O O O  gallons was proposed for all water s o l d  in excess of 

10,000 gallons. Lake Village s t a t e d  t h a t  it had proposed an 

inverted rate design in order to provide additional revenue and to 

discourage t h e  use of water so as not to exceed the limit set by 

the C i t y  of Danville, its wholesale supplier. 

The Commission is of the opinion that once Lake Village 

connects to the City of Harrodsburg and completes its proposed 

construction rhich will result in a eubetantial decrease in It0 

line loss it will not exceed the limits set by the City of 

Danville. The rates as set out in Appendix A are sufficient to 
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meet Lake V i l l a g e ' s  r e v e n u e  r e q u i r e m e n t  a n d  a n  i n v e r t e d  rate 

d e s i g n  is n o t  n e c e s s a r y  t o  p r o v i d e  a d d i t i o n a l  r e v e n u e  a t  t h i s  

t i m e .  Therefore, t h e  p r o p o s a l  €or a n  i n v e r t e d  r a t e  d e s i g n  s h o u l d  

be d e n i e d .  

NEW CONNECTIONS 

L a k e  V i l l a g e  proposed t o  impose a t e m p o r a r y  spec ia l  r u l e  t o  

l i m i t  the a v a i l a b i l i t y  of water serv ice  c o n n e c t i o n s  u n t i l  s u c h  

t i m e  as its w a t e r  loss p e r c e n t a g e  l e v e l  h a s  been r e d u c e d  t o  t h e  

level acceptable to a l low 1 0 0  p e r c e n t  pass t h r o u g h  o f  the cost of 

p u r c h a s i n g  w a t e r .  

Lake V i l l a g e  has e s t i m a t e d  t h a t  i ts  water  loss will 

decrease c o n s i d e r a b l y  o n c e  i ts e x c e s s i v e  l e a k s  are repaired a n d  

a p p r o x i m a t e l y  500 meters are replaced. The Commiss ion  is of t h e  

o p i n i o n  t h a t  the proposed t a r i f f  to  impose a t e m p o r a r y  spec ia l  

r u l e  t o  l i m i t  t h e  a v a i l a b i l i t y  of new service c o n n e c t i o n s  s h o u l d  

be d e n i e d  a s  f i l e d .  However, t h e  Commiss ion  w i l l  grant  a 

t e m p o r a r y  r u l e  t o  l i m i t  the a v a i l a b i l i t y  of new water service 

c o n n e c t i o n s ,  to  be e f f e c t i v e  o n  a n d  a f t e r  t h e  d a t e  of t h i s  Order. 

The r u l e  s h o u l d  r e m a i n  i n  e f f e c t  u n t i l  the p r o p o s e d  c o n s t r u c t i o n  

is completed or for a period n o t  to  exceed 6 m o n t h s  f rom t h e  

e f f e c t i v e  da te  of t h i s  O r d e r .  A t  s u c h  t i m e  Lake Village ahould  

f i l e  a new tariff d e l e t i n g  t h i s  s p e c i a l  rule E r o m  i ts t a r i f f  i n  

e f f e c t  a t  t h a t  t i m e .  

FINDINGS AND ORDERS 

The Commiss ion ,  a f t e r  c o n s i d e r a t i o n  of t h e  a p p l i c a t i o n  a n d  

e v i d e n c e  of record and b e i n g  a d v i s e d ,  is of the o p i n i o n  and f i n d 8  

t h a t :  
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1. P u b l i c  c o n v e n i e n c e  a n d  n e c e s s i t y  require t h a t  t h e  

c o n s t r u c t i o n  proposed i n  t h e  a p p l i c a t i o n  a n d  record be performed 

a n d  t h a t  a c e r t i f i c a t e  of p u b l i c  c o n v e n i e n c e  and necessity be 

g r a n t e d .  

2 .  The  a p p r o v e d  c o n s t r u c t i o n  i n c l u d e s  a b o u t  5 . 4  m i l e s  of 

water mains, a b o o s t e r  pumping s t a t i o n ,  a p r e s s u r e  r e d u c i n g  

s t a t i o n ,  and m i s c e l l a n e o u s  a p p u r t e n a n c e s  t h e r e t o .  The  l o w  bids 

r e c e i v e d  for  t h e  proposed work t o t a l e d  $ 3 4 6 , 4 7 0 ,  w h i c h  w i l l  

require a b o u t  $520,000 af ter  a l l o w a n c e s  are  made f o r  f e e s ,  

c o n t i n g e n c i e s ,  a n d  o t h e r  i n d i r e c t  costs. 

3. L a k e  V i l l a g e  s h o u l d  o b t a i n  a p p r o v a l  from t h e  Commiss ion  

prior to  p e r f o r m i n g  a n y  a d d i t i o n a l  c o n s t r u c t i o n  n o t  e x p r e s s l y  cer- 

t i f i c a t e d  b y  t h i s  Order. 

4 .  Any d e v i a t i o n s  from t h e  a p p r o v e d  c o n s t r u c t i o n  w h i c h  

c o u l d  a d v e r s e l y  a f f e c t  s e r v i c e  t o  a n y  c u s t o m e r  s h o u l d  b e  s u b j e c t  

to  p r i o r  a p p r o v a l  of t h i s  Commiss ion .  

5. The  proposed b o r r o w i n g  of $520 ,000  is for l a w f u l  ob jec ts  

w i t h i n  t h e  corporate purposes of Lake  V i l l a g e ,  is n e c e s s a r y  a n d  

a p p r o p r i a t e  f o r  and c o n s i s t e n t  w i t h  t h e  p r o p e r  pe r t ' o rmance  of 

services to the p u b l i c  by Lake Village, and will not impair its 

a b i l i t y  to p e r f o r m  t h e s e  s e r v i c e s .  

6. The f i n a n c i n g  s e c u r e d  by Lake  V i l l a g e  for t h i s  p r o j e c t  

w i l l  be needed to  pay for the work herein approved. Lake 

Village's f i n a n c i n g  p l a n  s h o u l d ,  t h e r e f o r e  , be a p p r o v e d .  

7. Lake V i l l a g e  s h o u l d  f i l e  w i t h  t h e  Commiss ion  d u l y  v e r i -  

f i e d  d o c u m e n t a t i o n  wh ich  shows t h e  t o t a l  costs of c o n s t r u c t i o n  
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i n c l u d i n g  a l l  c a p i t a l i z e d  cos t s  ( e n g i n e e r i n g ,  l e g a l ,  a d m l n i s t r a -  

t i v e ,  etc.)  w i t h i n  60  d a y s  of t h e  d a t e  t h a t  c o n s t r u c t i o n  is 

s u b s t a n t i a l l y  c o m p l e t e d .  Said c o n s t r u c t i o n  costs s h o u l d  be 

c l a s s i f i e d  i n t o  a p p r o p r i a t e  p l a n t  a c c o u n t s  i n  a c c o r d a n c e  w i t h  t h e  

Un i fo rm S y s t e m  of A c c o u n t s  for Water Ut i l i t i es  p r e s c r i b e d  b y  t h i s  

Commiss ion .  

8 .  Lake  V i l l a g e ' s  c o n t r a c t  w i t h  i t s  E n g i n e e r  s h o u l d  r e q u i r e  

t h e  p r o v i s i o n  of c o n s t r u c t i o n  i n s p e c t i o n  u n d e r  t h e  g e n e r a l  s u p e r -  

v i s i o n  of a p r o f e s s i o n a l  e n g i n e e r  w i t h  a Kentucky  r e g i s t r a t i o n  i n  

c i v i l  or  m e c h a n i c a l  e n g i n e e r i n g .  The s u p e r v i s i o n  a n d  i n s p e c t i o n  

s h o u l d  i n s u r e  t h a t  t h e  c o n s t r u c t i o n  w o r k  is d o n e  i n  a c c o r d a n c e  

w i t h  t h e  c o n t r a c t  d r a w i n g s  a n d  s p e c i f i c a t i o n s  a n d  in c o n f o r m a n c e  

w i t h  t h e  best pract ices  of t h e  c o n s t r u c t i o n  t rades  i n v o l v e d  ln t h e  

project . 
9. I a k e  V i l l a g e  s h o u l d  r e q u i r e  t h e  E n g i n e e r  to  f u r n i s h  a 

copy  of t h e  record d r a w i n g s  a n d  a s i g n e d  s t a t e m e n t  t h a t  t h e  

c o n s t r u c t i o n  h a s  b e e n  s a t i s f a c t o r i l y  completed i n  a c c o r d a n c e  w i t h  

t h e  c o n t r a c t  d r a w i n g s  a n d  s p e c i f i c a t i o n s  w i t h i n  60 d a y s  of t h e  

d a t e  of s u b s t a n t i a l  c o m p l e t i o n  of t h i s  c o n s t r u c t i o n .  

10 .  L a k e  V i l l a g e  s h o u l d  f i l e  w i t h  t h e  Commiss ion  a c o p y  of 

a l l  c o n t r a c t u a l  a g r e e m e n t s  for t h e  p r o v i s i o n  of s e r v i c e s  or t h e  

p u r c h a s e  of services w h i c h  are s u b j e c t  t o  t h e  approval  of t h i s  

Comm i 8 s ion . 
11. Lake V i l l a g e  s h o u l d  a c c o u n t  for a l l  m o n i e s  r e c e i v e d  and  

expended  u n d e r  the t e r m s  of t h e  D e m o n s t r a t i o n  o n  a q u a r t e r l y  

b a s i s ,  a n d  s h o u l d  s u b m i t  a r epor t  of s a i d  a c c o u n t i n g  w i t h i n  4 5  

days of t h e  close of a calendar  quarter .  
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12. L a k e  V i l l a g e  should i d e n t i f y  the sources of the 

e x c e s s i v e  u n a c c o u n t e d - f o r  water, e s t ima te  or  p r i o r i t i z e  t h e  amount  

of w a t e r  loss f r o m  e a c h  sQurce, a n d  s u b m i t  t o  t h e  Commiss ion  a 

d e t a i l e d  p l a n  t o  reduce i t s  e x c e s s i v e  u n a c c o u n t e d - f o r  water w i t h i n  

30 d a y s  from t h e  da te  of t h i s  O r d e r .  

13. The d u r a t i o n  of Lake V i l l a g e ' s  p a r t i c i p a t i o n  i n  t h e  

Water Loss D e m o n s t r a t i o n  P r o j e c t  s h o u l d  be for a period n o t  t o  

e x c e e d  3 y e a r s ,  

1 4 .  The r a t e s  proposed by Lake V i l l a g e  w i l l  p r o d u c e  r e v e n u e s  

i n  e x c e s s  of t h e  r e v e n u e s  f o u n d  r e a s o n a b l e  h e r e i n  and  s h o u l d  be 

d e n i e d  upon a p p l i c a t i o n  of KRS 278.030. 

15. The rates a n d  c h a r g e s  i n  Appendix A are the f a i r ,  j u s t  

a n d  r e a s o n a b l e  ra tes  to  be c h a r g e d  by L a k e  V i l l a g e  i n  t h a t  t h e y  

s h o u l d  p r o d u c e  gross r e v e n u e s  f r o m  Lake V i l l a g e ' s  opera t ions  of 

' $ 3 2 7 , 4 7 5 ,  i n c l u d i n g  $12,285 from t h e  s u r c h a r g e .  

16. Lake V i l l a g e ' s  proposal for a n  i , n v e r t e d  rate d e s i g n  

s h o u l d  be den ied  , 

1 7 .  Lake V i l l a g e ' s  p r o p o s e d  t e m p o r a r y  s p e c i a l  r u l e  to l i m i t  

the a v a i l a b i l i t y  of new s e r v i c e  c o n n e c t i o n s  s h o u l d  be a p p r o v e d  as 

moalf ied h e r e i n .  

IT IS THEREFORE ORDERED THAT: 

1. L a k e  Village be and i t  h e r e b y  is granted a c e r t i f i c a t e  

of p u b l i c  c o n v e n i e n c e  a n d  n e c e s s i t y  to  p r o c e e d  w i t h  t h e  w a t e r w o r k s  

improvemen t s  p ro jec ts  se t  f o r t h  i n  the d r a w i n g s  and s p e c i f i c a t i o n s  

of record h e r e b y  a p p r o v e d ,  

2. L a k e  V i l l a g e  s h a l l  comply w i t h  a l l  mat ters  e e t  o u t  i n  

F i n d i n g s  3 t h r o u g h  1 0  as if t h e  same w e r e  i n d i v i d u a l l y  so ordered. 
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3. L a k e  V i l l a g e  s h a l l  p u b l i s h  a l e g a l  n o t i c e  s t a t i n g  t h a t  

t h e  Commiss ion  h a s  found  its u n a c c o u n t e d - f o r  water loss e x c e e d s  

t h e  amoun t  allowed f o r  r a t e - m a k i n g  p u r p o s e s  a n d  h a s  o r d e r e d  t h e  

u t i l i t y  to b e g i n  immediate s t e p s  t o  r e d u c e  i t  and  I t  s h a l l  a l s o  

s t a t e  t h a t  t h e  s u r c h a r g e  w i l l  be added to  each  c u s t o m e r ' s  b i l l  fo r  

a p e r i o d  of 3 y e a r s  or u n t i l  t h e  s i t u a t i o n  is improved .  

4 .  Lake V i l l a g e  s h a l l  a c c o u n t  for a l l  m o n i e s  r e c e i v e d  a n d  

e x p e n d e d  u n d e r  t h e  terms of t h e  Water Loss I k m o n s t r a t i o n  Project  

o n  a q u a r t e r l y  b a s i s  a n d  s h a l l  s u b m i t  a repor t  of s a i d  a c c o u n t i n g  

w i t h i n  45 days of t h e  close of e a c h  c a l e n d a r  q u a r t e r .  

5 .  Lake  V i l l a g e  s h a l l  i d e n t i f y  t h e  s o u r c e s  of t h e  

e x c e s s i v e  u n a c c o u n t e d - f o r  water, es t imate  or o r i o r i t i z e  t h e  amoun t  

of w a t e r  loss  from each s o u r c e ,  and s u b m i t  t o  t h e  Commiss ion  a 

d e t a i l e d  p l a n  t o  r e d u c e  its e x c e s s i v e  u n a c c o u n t e d - f o r  w a t e r  to 

i n c l u d e  a t i m e  s c h e d u l e  a n d  t a r g e t  r e s u l t s  w i t h i n  30 d a y s  f r o m  t h e  

date of t h i s  O r d e r .  

6 .  T h e  d u r a t i o n  o f  Lake V i l l a g e ' s  p a r t i c i p a t i o n  i n  t h e  

Water Inss D e m o n s t r a t i o n  P r o j e c t  s h a l l  be for  a p e r i o d  n o t  t o  

e x c e e d  3 y e a r s .  

7. The rates propoeed by  L a k e  V i l l a g e  be a n d  t h e y  h e r e b y  

are  d e n i e d .  

8 .  The ra tes  a n d  charges i n  Append ix  A i n c l u d i n g  t h e  

3 -yea r  s u r c h a r g e  be a n d  t h e y  h e r e b y  a re  a p p r o v e d  as t h e  f a i r ,  j u s t  

a n d  r e a s o n a b l e  ra tes  a n d  c h a r g e s  to  be c h a r g e d  by Lake V i l l a g e  for 

service r e n d e r e d  o n  a n d  a f t e r  t h e  d a t e  of t h i s  O r d e r .  

9.  The s u r c h a r g e  a p p r o v e d  h e r e i n  s h a l l  be l i s t e d  a s  a 

roparata l i n o  i t s m  o n  sach cuatomor's b i l l .  
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10. L a k e  Village's prOpOBa1 for an inverted rate design is 

be denied. 

11. L a k e  Village's proposed temporary special rule to limit 

the availability of new service connections is approved as 

modified herein at page 9. 

Nothing contained herein shall be deemed a warranty of the 

Commonwealth of Kentucky, or any agency thereof, of t h e  financing 

herein authorized. 

Done at Frankfort, K e n t u c k y ,  this 30th day of Decanber, 1985. 
PUBLIC SERVICE COMMISSION 

ATTEST: 

Secretary 



APPENDIX A 

APPENDIX TO AN ORDER OF THE K E N T U C K Y  PUBLIC SERVICE 
COMMISSION IN CASE NO. 9290 DATED 30, 1985 

The following rates and charges are prescribed for the 

customers in t h e  area served by Lake Village Water Association. 

All other rates and charges riot specifically mentioned herein 

shall remain t h e  same as those in effect under authority of this 

Commission prior to the effective date of this Order. 

RATES: Monthly 

First 1,000 gallons 
Next 2,000 gallons 
Next 2,000 gallons 
Next  5,000 gallons 
Over 10,000 gallons 

$9.90 Minimum B i l l  
3.50 per 1,000 gallons 
3.20 per 1,000 gallons 
2.90 per 1,000 gallons 
2.60 per 1,000 gallons 

Water Loss Demonstration Project $0.94 per bill* 

* The w a t e r  loss demonstration project surcharge shall remain 
in effect for a period not to exceed 3 years from the date of 
t h i s  O r d e r .  


